
June 30,2010 

Public Gas Company 
220 Lexington Green, Bldg 2, Suite 130 

P.O. Ros 24032 
Lexington, KY 40524-4032 

Tele (859) 245-8193 
k-... FI 

JLJN 3 0 201fJ 

Mr. Jeff Derouen 
Executive Director 
Public Service Commission 
P.O. Box 615 
Frankfort, KY 40602 

RE: Public Gas Company 
Case No. 
GCR Filing Proposed to Become 
Effective August 1, 20 1 0 

Dear Mr. Derouen: 

Enclosed are an original and five copies of Public Gas Company’s Cost Recovery (GCR) 
filing for rates proposed to become effective August 1,201 0. Also included are an 
original and five copies of 54th revised sheet No. 1 of Public’s PSC Kentucky No. 1 
Tariff, which is being filed pursuant to the Purchased Gas Adjustment provision of that 
Tariff. This filing proposes a GCR rate of $6.5357 per MCF of sales. 

In addition and pursuant to Case No. 2010-00136, please find enclosed a copy of the 
documents requested by the Commission, as well as a letter from Jefferson Gas 
summarizing the items below. Specific items enclosed include: 

Detailed methodology used by Jefferson to calculate the monthly price estimates 
based on the NYMEX Futures rate 
Cost support for the quarter ended April 30,2010 
Copy of current supply contract with Jefferson Gas. 

Sincerely, 

Bert R. Layne 



June 24,2010 

Public Gas Company, Inc. 

Attn: Bert Layne 

220 Lexington Green Circle 

Suite I30  

Lexington, KY 40503 

JUN 3 0  2010 
PUBLIC SERVICE 

COMMISSION 

Dear Mr. Layne: 

Jefferson Gas has received your request to provide a detailed breakdown of the 
contract price premium outlined in our NAESB Confirmation transaction agreement 
JG-001 dated January I, 2010. We understand that you will be disclosing the contents 
of this letter and the attached analysis to members and staff of the PSC, and we hereby 
grant permission for you to do so. 

The contract price is currently set to equal h i d e  FERC TCO Appalachian Index + 
$1.50 per Mcf. The TCO Index is a published average collected by an independent 
company called Platt's that represents a wide survey,of prices transacted for each 
month by market participants into the TCO (Columbia Gas Transmission) system. This 
price index is a widely used benchmark for market based pricing in the Midwest area 
TCO serves. The TCO Index usually trades at $.IO-$.30 above the price listedhraded 
on the New York Mercantile Exchange (NYMEX) for each contract month. Public Gas 
Company does not have actual points of interconnect to the TCO pipeline system but 
Jefferson Gas does maintain several connections to TCO in addition to receiving supply 
from local producers located throughout the eastern half of KY. The TCO Index price is 
part of, but not totally reflective of, the price incurred to receive gas supplies at the 
points of interconnection between TCO and the various utility companies its pipeline 
serves. Shippers on TCO incur transportation, fuel retainage, and storage charges to 
move gas from points of receipt into TCO to points of delivery points such as Jefferson 
Gas in the volumes/quantities required by the particular end users. 

The TCO Index price is posted in MMBtu values. Jefferson converts this market based 
price index to Mcf values by using the system wide average for our pipeline network, 
which is a 1 .I 61 conversion factor. 



The $1.50 per Mcf premium above and beyond the TCO Index price represents a fair 
and reasonable market based price given the special considerations of supplying Public 
Gas. The $1.50 premium includes the recovery of various costs incurred by Jefferson 
Gas to deliver gas supplies to Public Gas including: 

1. Transportation 

2. Processing 

3. Pressure regulation 

4. Fuel Retainage and line loss 

5. Volume Variance 

6. Jefferson MarginIProfit 

These costs vary by month depending on gas quality and throughput; but they should 
be considered a reasonable estimate. Below we describe how each cost component 
figures into the overall premium. 

Transportation - Jefferson Gas maintains and operates a network of pipelines 
stretching across the eastern half of KY. Some portion of these pipelines is dedicated to 
serving the specific requirements of Public Gas while others help us transport gas to 
other markets. We estimate that the fair value of transportation specific to Public Gas 
represents a unit cost total of $.45/Mcf. 

Processing - Jefferson Gas must treat/process gas supplies before arriving at the 
Public Gas city gates to remove impurities, water, nitrogen sulfides, and other elements 
that could potentially harm the Public Gas system. Likewise Jefferson Gas pays to 
process gas it sells to other markets. We estimate that the processing cost specific to 
Public Gas represents a unit cost total of $.lO/Mcf. 

Pressure Regulation - Jefferson Gas is required to reduce the pounds per square inch 
pressure of the gas supplies arriving at the Public Gas system. This requires pressure 
regulation equipment and some ongoing operating & maintenance expense. We 
estimate that the pressure regulation cost specific to Public Gas represents a unit cost 
total of $.OS/Mcf. 

Fuel Retainage and Line Loss - In order to move gas along our network of pipelines, 
we must operate and maintain several compressors. These compressors consume 
some portion of the gas throughput and/or use electricity to power their operation. In 
addition to compression, our system loses small portions of gas in its transmission 
across our system. We estimate that the fuel retainage and line loss cost specific to 
Public Gas represents a unit cost total of $.25/Mcf. 

Volume Variance - The contract between Jefferson Gas and Public Gas specifies that 
Jefferson Gas is obligated to meet the full requirements of Public Gas regardless of 
actual demand. Public Gas requires roughly 80% of its supplies to be delivered in the 
winter months, and the actual volume of gas depends on the weather conditions. Past 



history of usage illustrates that any month can vary up to 30% from the year before. 
Generally speaking, when the winter weather is warmer than normal Public Gas will 
require less gas supplies and Jefferson will be forced to remarket these volumes to 
some other market. When the weather is colder than normal, Jefferson Gas must 
increase sales volumes to Public Gas without any change in the contract price. In either 
case, Jefferson Gas is the party at risk for any market price fluctuations that result from 
meeting this full requirements obligation. In essence Jefferson Gas must design its 
sales processes around first meeting the needs of Public Gas. Other KY utilities meet 
this load factor and daily delivery challenge by contracting for large amounts of natural 
gas storage and related storage transportation that can cost upwards of $1.75 per Mcf 
and require daily monitoring and nomination costs. We estimate that the fair market 
value of providing no notice service for the full requirements of Public Gas represents a 
unit cost total of $.SO/Mcf. 

Jefferson Margin/Profit - We estimate that our profit specific to selling gas to Public 
Gas represents a unit cost total of $.I 5/Mcf. 

Per your request, we have also evaluated the estimated cost of an alternative 
interconnection directly with Columbia Transmission, similar to the arrangement held by 
Columbia Gas of KY. For our evaluation we assumed that Public Gas had a peak month 
consumption 26,788 Mcf and a peak day consumption of 1,200 Mcf. Our assumption 
therefore was that Public Gas would be required to hold transportation assets to cover 
its "Provider of Last Resort" responsibility equal the peak design day. Jefferson then 
assumed that the Public Gas load factor would be met with 30% firm transportation and 
70% TCO storage (and related storage specific transportation). Our research indicates 
this is the estimated transport/storage ratio employed by Columbia Gas of KY. 

Jefferson Gas, LLC c 

P.0. Box 24000 Lexington, KY 40524-4032 1-888-453-9255 

Our analysis shows that the premium above TCO Appalachian Index Public Gas would 
pay if it received its full requirements from an interconnection to TCO would be $2.41 
per Mcf. This TCO premium is larger for Public Gas than what would be paid by CKY 
because CKY has negotiated rates for storage services not available to Public Gas and 
the Public Gas load factor is lower, as Public Gas does not have the manufacturing 
base that CKY has. This $2.41 premium might be offset by the price difference between 
the summer gas injected into storage and the winter market price when it was 
withdrawn from storage, but it is also possible that the summer gas injected would end 
up costing more than the winter market price (as was the case in 2008). Looking back 
over the past I O  year period, our estimate is that a utility might have saved roughly 
$1 .OO per Mcf from the storage and transport premium by injecting gas into storage in 
the summer months for redelivery in the winter months. This possible gas cost savings 
would have brought the $2.41 additional cost down to being roughly in line with 
Jefferson. Going forward we believe this summedwinter price difference will erode as 
more gas is used for generation. 

To expand on the CKY example noted above, utilities that rely heavily on storage to 
meet their peak design day requirements will have much more volatile gas supply costs. 
Furthermore their gas supply costs will be tied to summer market pricing instead of 



Jefferson Gas, LLC /------ being tied to the market price prevalent in the actual delivery months. Additionally, 
Public Gas would need to carry large amounts of gas in storage which would be difficult 
on cash flows and would result in more costs. 

Further analysis shows that Public Gas customers would have paid $592,348 more in 
the period of 2008-2009 if they were instead connected to Columbia Gas of KY. 

I hope this information has addressed your questions. If not, I am happy to provide 
additional details. 

 gene Mapes,\$-. 
i: 

President 

P.O. Box 24000 Lexington, KY 40524-4032 1-888-453-9255 



Jefferson Gas, LLC 
Natural Gas Sales Price Calculations - Public Gas Company, Inc. 

Col A Col B Col c Col D Col E 
(Btu Factor 

Per Mcf) 
Period Appalachian Index MmbtiilMcf 

Per Mmbtu Conversion 
(Per Plaft's Gas Daily) Factor - Actual 

Estimated sales price for the three months endinq October 31, 2010: 

(Col D * Col E) (Col F + Col G) 

Per Mcf 
Appalachian Index Contract 

Col A Col B Col c Col D 
(Col B + Col C) 

Col A Col B Col c Col D Col E Col F 

..- 
Period Purchased Total 

Gas Volume Price per Mcf 
- (Mcfs) (Calculation above) _- 

Futures Basis Appalachian Index Conversion 
Settle Price* Adjustment Per Mmbtu Factor - Estimated 

Col G Col H 
(Col D * Col E) 

Total 
Price 

Aug-10 $ 4.793 $ 0.100 $ 4.893 

Oct-10 $ 4.913 $ 0.100 $ 5.01 3 
Sep-10 $ 4.834 $ 0.100 $ 4.934 

1.161 
1.161 
1.161 

(Col D * Col E) 

$ 5.681 $ 1.500 

$ 5.820 $ 1.500 
$ 5.728 $ 1.500 

Col H 
(Col F + Col G) 

Total 
Expected 

Price per Mcf 

$ 7.181 
$ 7.228 
$ 7.320 

* Settle price as of June 24, 2010 taken from NYMEX website 
http://ww_w_.cmegroup.com 

Feb-10 NJA NJA $ 5.530 
Mar-10 NJA NIA $ 5.000 
Apr-I 0 NIA NJA $ 3.990 

1.183 $ 6.542 $ 1.500 $ 8.042 
1.161 $ 5.805 $ 1.500 $ 7.305 
1.150 $ 4.589 $ 1.500 $ 6.089 

Actual sales total for the three months ended April 30,2010 based on volumes utilized 

Feb-IO NJA NIA 23,706 $ 8.042 
Mar-I 0 NJA NIA 18,159 $ 7.305 
Apr-I 0 NJA NJA 4,673 $ 6.089 

NJA NJA 190,643.65 
NIA NIA 132,651.50 
NJA NJA 28,453.90 

http://ww_w_.cmegroup.com


TRANSACT1 ON CON F I RMATI ON 

Title: Managjns Membe; I/ Date: June 1, 2010 

EXHIBIT A 
FOR IMMEDIATE DELIVERY 

Title: CFO 

Date: L u n e  1,201 0 

Date: June 1,201 0 

Transaction Confirmation #: -JG-001 
--__. -- ____I- 

This 'Transaction Confirmation is 
terms of this Transaction Confirm 
specified in the Base Contract. 

ase Contract between Seller and Buyer dated Januarv 1.2010 -. The 
g unless disputed in writing within 2 Business Days of receipt unless otherwise 

Buyer: J'ublic Gas Companv, Inc. did- J 
BY: - 

.__ 
Copyright 0 2002 North American Energy Standards Board, lnc. NAESB Standard 6.3.1 
All Rights Reserved Page 1 of 10 April 19, 2002 



ct for Sale and Purchase of Natural Gas 
This Base Contract is entered into a wing date: Januarv 1, 2010. The parties to this Base Contract are the  following. 

and jefferson Gas, LLC 
220 Lexinaton Green Circle. Suite 130, Lexinaton, KY 4 0 5 0 r  

Duns Number: Duns Number: 80-131-7421 
Contract Numb Contract Number: 
US. Federal Tax I U S .  Federal Tax I 

220 Lexinqton Green Circle, Suite 130, Lexinaton, KY 40503 
Attn: Gene MaDes, Jr. Manaaina Member 
Phone: /859) 245-81 93 Fax: /859) 245-9409 

Confirmations: 

Section 2.26 1 Gas Daily Midpoint (default) 
Spot Price 
Publication 
Section 6 B BuGr Pays At and After Delivery Point 
Taxes (default) 

G Special Provisions Number of sheets attached: None 

~ . - - . - . .  -- 

-. 0 Seller Pays Before and At Delivery Point 

Section 14.5 
Choice Of Law Kentuckv 

Section 1 ~ 7 5 G i G G n ~ ~  applies (default) 
Confidentiality o Confidentiality does not apply 

~- 

IN WITNESS WHEREOF, the  parties hereto have executed this Base Contract in duplicate. 

Party Name 
Public Gas Company, Inc. Jefferson Gas, LLC ~ - -  

1 Party Name T 7  r, 
/. 

--__ --: -Jy>m--- \ k ! 2 , , p %  \'p 
- BY _ * '  \ -  

Name: Gene Mapes, Jr. ' +  \ 
BY iLd-4- 

1 Name: Bert Layne 
Title: Chief Financial Officer Title: Managing Member 
Copyright 0 2002 North American Energy Standards Board, Inc 
All Rights Reserved 

NAESB Standard 6 3 1 
April 19, 2002 



General Terms and Conditions 
Base Contract for Sale and Purchase of Natural Gas 

SECTION 1. PURPOSE AND PROCEDURES 
to facilitate purchase and sale transactions of Gas on a Firm or 

and "Seller" irefers to the party delivering Gas. The entire agreement 

ve selected eit 

Any such transaction 
agree that Confirming 
ction Confirmation by 
this Section 1.2 (Oral 

SECTION 2. DEFINITIONS 
The terms set forth below shall have the meaning ascribed to them below. Other terms are also defined elsewhere in the Contract and 
shall have the meanings ascribed to them herein. 

2.1. "Alternative Damages" shall mean such damages, expressed in dollars or dollars per MMBtu, as the parties shall agree upon in the 
Transaction Confirmation, in the event either Seller or Buyer fails to perform a Firm obligation to deliver Gas in the case of Seller or to receive Gas 
in the case of Buyer. 

2.2. "Base Contract" shall mean a contract executed by the parties that incorparates these General Terms and Conditions by reference; that 
specifies the agreed selections of provisions contained herein; and that sets forth other information required herein and any Special Provisions and 
addendum(s) as identified on page one. 

2.3. 
Copyright 0 2002 North American Energy Standards Board, Inc 
All Rights Reserved 

"British thermal unit" or "Btu" shall mean the International BTlJ, which is also called the Btu (IT). 
____- - 

NAESB Standard 6.3.1 
April 19, 2002 Page 2 of 10 



2.4. "Business Day" shall mean any day except Saturday, Sunday or Federal Reserve Bank holidays. 

2.5. "Confirm Deadline" shall mean 500 p.m. in the receiving party's time zone on the second Business Day following the Day a 
Transaction Confirmation is received or, if applicable, on the Business Day agreed to by the parties in the Base Contract; provided, if 

opening of the next Business Day. 

2.6. "Confirming Party" shall mean 
party. 
2.7. "Contract" shall mea 
Confirmations and (iii) where 
transactions that the parties 
binding Transaction Confirma 

2.8. "Contract Price" 
Gas as agreed to by the 

2.9. "Contract Quantity" s 

designated in the Base Contract to prepare and forward Transaction Confirmations to the other 

stablished by (i) the Base Contract, (ii) any and all binding Transaction 
Transaction Procedure in Section 1.2 of the Base Contract, any and all 
transmission or by telephone, but that have not been confirmed in a 

ressed in U.S. Dollars per MMBtu to be paid by Buyer to Seller for the purchase of 

of Gas to be delivered and taken as agreed to by the parties in a transaction. 

r is the performing 
e performing party, 
e amount of notice 

2.22. "Month" shall mean the period beginning on the first Day of the calendar month and ending immediately prior to the 
commencement of the first Day of the next calendar month. 

2.23. "Payment Date" shall mean a date, as indicated on the Base Contract, on or before which payment is due Seller for Gas 
received by Buyer in the previous Month. 
2.24. "Receiving Transporter" shall mean the Transporter receiving Gas at a Delivery Point, or absent such receiving .Transporter, 
the Transporter delivering Gas at a Delivery Point. 
2.25. "Scheduled Gas" shall mean the quantity of Gas confirmed by Transporter(s) for movement, transportation or management. 

2.26. "Spot Price " as referred to in Section 3.2 shall mean the price listed in the publication indicated on the Base Contract, under 
the listing applicable to the geographic location closest in proximity to the Delivery Point(s) for the relevant Day; provided, if there is no 
single price published for such location for such Day, but there is published a range of prices, then the Spot Price shall be the average 

Copyright 0 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1 
All Rights Reserved Page 3 of 10 April 19,2002 



of such high and low prices. If no price or range of prices is published for such Day, then the Spot Price shall be the average of the 
following: (i) the price (determined as stated above) for the first Day for which a price or range of prices is published that next precedes 

of prices is published that 
next follows the relevant Day. 

he terms of a transaction 
formed pursuant to Section 1 for a partic 

2.28. “Termination Option” shall mean ther party fails to perform a 
Firm obligation to deliver Gas in the case or to receive Gas in the case of Buyer for a designated number of days during a period as 
specified on the applicable Transaction Ca 

2.29. “Transporter(s)” shall mean all cting in the capacity of a 
transporter, transporting Gas for S a particular transaction. 

SECTION 3. PERF 
agrees to receive and purchase, the Contract Quantity for a particular transaction in 
purchases will be on a Firm or Interruptible basis, as agreed to by the parties in a with the terms of 

SECTION 4. TRANSPORTATION, NOMINATIONS, AND IMIBALANCES 
4.1. Seller shall have the sole responsibility for transporting the Gas to the Oelivery Point(s). Buyer shall have the sole responsibility for 
transporting the Gas from the Delivery Paint(s). 

4.2. The parties shall rmrdinate their nomination activities, giving sufficient time to meet the deadlines of the affected Transporter(s). Each 
party shall give the other party timely prior Notice, sufficient to meet the requirements of all Transporter@) involved in the transaction, of the 
quantities of Gas to be delivered and purchased each Day. Should either party become aware that actual deliveries at the Delivery Paint(s) are 
greater or lesser than the Scheduled Gas, such party shall promptly notify the other party. 

Copyright 0 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1 
All Rights Reserved Page 4 of I O  April 19,2002 
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4.3. The parties shall use commercially reasonable efforts to avoid imposition of any Imbalance Charges. If Buyer or Seller receives an 
invoice from a Transporter that includes lmbalanra Charges, the parties shall determine the validity as well as the cause of such Imbalance 
Charges. If the Imbalance Charges were incurred as a result of Buyer's recaipt of quantities of Gas greater than or less than the Scheduled Gas, 
then Buyer shall pay for such Imbalance Charges OF reimburse Seller for such Imbalance Charges paid by Seller. If the Imbalance Charges were 
incurred as a result of Seller's delivery of quantities of Gas greater than or less thari the Scheduled Gas, then Seller shall pay for such Imbalance 
Charges or reimburse Buyer for such 

SECTION 5. QUALIP/ 
All Gas delivered by Seller shall meet 
measurement for purposes of this Contract 
established procedures of the Receiving T 

quality and heat cantent requirements of the Receiving Transporter. The unit of quantity 
ne MMBtu dry. Measuremerit of Gas quantities hereunder shall be in accordance with the 

d After Delivery Point" oir "Seller Pays Before and At Delivery Point" as indicated 

nt authority ("Taxes") on or 

copies of the relevant portion of the books, records, and telephone recordings of the other party only to the extent reasonably necessary to venfv 
the accuracy of any statement, charge, payment, or computation made under the Contract. This right to examine, audit, and to obtain capies shall 
not be available with respect to proprietary information not directly relevant to transactions under this Contract. All invoices and billings shall be 
conclusively presumed final and accurate and all associated claims for under- or overpayments shall be deemed waived unless such invoices or 
billings are objected to in writing, with adequate explanation and/or documentation, within two years af€er the Month of Gas delivery. All retroactive 
adjustments under Section 7 shall be paid in full by the party owing payment within 313 Days of Notice and substantiation of such inaccuracy. 
7.7. Unless the parties have elected on the Base Contract not to make this Section 7.7 applicable to this Contract, the parties shall net 
all undisputed amounts due and owing, and/or past due, arising under the Contract such that the party owing the greater amount shall 
make a single payment of the net amount to the other party in accordance with Section 7; provided that no payment required to be 
made pursuant to the terms of any Credit Support Obligation or pursuant to Section 7.3 shall be subject to netting under this Section. If 
the parties have executed a separate netting agreement, the terms and conditions therein shall prevail to the extent inconsistent 
herewith. 

NAESB Standard 6.3 1 Copyright 0 2002 North American Energy Standards Board, Inc. 
All Rights Reserved Page 5 of 10 April 19, 2002 



SECTION 8. TITLE, WARRANTY, AND INDEMNITY 
8.1 . Unless otherwise s 
responsibility for and as 
shall have responsibility 

8.2. Seller warrants that i 
delivered by it to Buyer, free 
SECTION 14.8, ALL OTHER 
FITNESS FOR ANY PARTICU 

8.3. Seller agrees to indemnify 
and costs of court ("Claims"), from any an 
said Gas or other charges ther 
all Claims, from any and all p 
charges thereon which attach 

8.4. Notwithstanding th 
such arise from the failure 

pass from Seller to Buyer at the Delivery Point(s). Seller shall have 
the Gas prior to its delivery to Buyer at the specified Delivery Point(s). Buyer 
o said Gas after its delivery to Buyer at the Delivery Point(s). 

I I  transfer good and merchantable title to all Gas sold hereunder and 
, and claims. EXCEPT AS PROVIDED IN THIS SECTION 8.2 AND IN 
ED, INCL-UDING ANY WARRANTY OF MERCHANTABILITY OR OF 

ve it harmless from all losses, liabilities or claims including reasonable attorneys' fees 
m or out of claims of title, personal injury or property damage from 

e title passes to Buyer. Buyer agrees to indemnify Seller and save it harmless from 
ing payment, personal injury or property damage from said Gas or other 

on 8, as between Seller and Buyer, Seller will be liable for all Claims to the extent that 
eet the quality requiremenis of Section 5. 

SECTION 9. NOTICES 

Copyright 0 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1 
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Bhe parties have selected either “Early Termination Damages Apply” or “Early Termination Damages Do Not Apply” as 
ndicated on the Base Contract. 

Early Termination Damages Apply: I 

10.3.1. As of the Ea 
.easonable manner, (i) the 
setween the parties under T 
3pplicable charges relating t 
Iayment has not yet been ma 
sf each Terminated Tran 
blarket Value, so that eac 
such Terminated Transac 
:ontract Value and to the 
,x) above to present valu 
setween the date of liqui 
rerminated Transactions). 

Non-Defaulting Party shall determine, in good faith and in a commercially 
not then due) by each party with respect to all Gas delivered and received 
Excluded Transactions on and before the Early Termination Date and all other 

ts (including without limitation any amounts owed under Section 3.2), for which 
es such payment under this Contract and (ii) the Market Value, as defined below, 

rty shall (x) liquidate and accelerate each Terminated Transaction at its 
between such Market Value and the Contract Value, as defined below, of 
r under the Terminated Transaction(s) if such Market Value exceeds the 
; and (y) where appropriate, discount each amount then due under clause 
manner as of the Early Termination Date (to take account of the period 
such amount would have otherwise been due pursuant to the relevant 

=or purposes of this Section 10.3.1, t Value” means the amount of Gas remaining to be delivered or purchased under a 

er, among other 
ers in energy swap 
all adjusted for the 

ant to which one 

tween the parties under 
e party to the other (the 

10.3.3. If any obligation that is to be included in any netting, aggregation or setoff pursuant to Section 10.3.2 is unascertained, 
the Non-Defaulting Party may in good faith estimate that obligation and neat, aggregate or setoff, as applicable, in respect of the 
estimate, subject to the Non-Defaulting Party accounting to the Defaulting Party when the obligation is ascertained. Any amount not 
then due which is included in any netting, aggregation or setoff pursuant to Section 10.3.2 shall be discounted to net present value in a 
commercially reasonable manner determined by the Non-Defaulting Party. 

10.4. As soon as practicable after a liquidation, Notice shall be given by the Non-Defaulting Party to the Defaulting Party of the Net 
Settlement Amount, and whether the Net Settlement Amount is due to or due from the Non-Defaulting Party. The Notice shall include a 
written statement explaining in reasonable detail the calcirlation of such amount, provided that failure to give such Notice shall not affect 
the validity or enforceability of the liquidation or give rise to any claim by the Defaulting Party against the Non-Defaulting Party. The Net 
Settlement Amount shall be paid by the close of business on the second Business Day following such Notice, which date shall not be 
earlier than the Early Termination Date. Interest on any unpaid portion of the Net Settlement Amount shall accrue from the date due until the 

NAESB Standard 6.3.1 Copyright 0 2002 North American Energy Standards Board, Inc. 
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date of payment at a rate equal to the lower of (i) the then-effective prime rate of interest published under "Money Rates" by The Wall Street 
Joumal, plus two percent per annum; or (ii) the maximum applicable lawful interest rate. 

10.5. The parties agree that the transactions hereunder constitute a "forward contract" within the meaning of the United States 

Code. 

10.6. The Non-Defaulting Party's under this Section 10 are tho sole and exclusive remedies of the Non-Defaulting Party 

ing from the Contract. 

SECTION 11. FORC 
11.1, Except with regard t 
Section 4, neither party shall 
Majeure. The term "Force 
suspension, as further define 

ayment(s) due under Section 7, Section 10.4, and Imbalance Charges under 
to perform a Fimi obligation, to the extent such failure was caused by Force 
means any cause not reasonably within the control of the party claiming 

od, landslides, lightning, 
area, floods, washouts, 

SECTION 13. LIMITATIONS 
FOR BREACH OF ANY PROVISION FOR WHICH AN EXPRESS REMEDY OR MEASURE OF DAMAGES IS PROVIDED, SUCH EXPRESS 
REMEDY OR MEASURE OF DAMAGES SHALL BE THE SOLE AND EXCL.USIVE REMEDY. A PARTY'S LIABILITY HERElJNDER SHALL 
BE LIMITED AS S ! 3  FORTH IN SUCH PROVISION, AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED. IF 
NO REMEDY OR MEASURE OF DAMAGES IS EXPRESSLY PROVIDED HEREIN OR IN A TRANSACTION, A PARWS LIABILITY SHALL 
BE LIMITED TO DIRECT ACTUAL DAMAGES ONLY. SUCH DIRECT ACTIJAL DAMAGES SHALL BE THE SOLE AND EXCLUSIVE 
REMEDY, AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED. UNLESS EXPRESSLY HEREIN 
PROVIDED, NEITHER PARTY SHALL BE LIABLE FOR CONSEQUENTIAL, INCIDENTAL, PUNITIVE, EXEMPLARY OR INDIRECT 
DAMAGES, LOST PROFITS OR OTHER BUSINESS INTERRUPTION DAMAGIES, BY STATUTE, IN TORT OR CONTRACT, UNDER ANY 
INDEMNITY PROVISION OR OTHERWISE. IT IS THE INTENT OF THE PARTIES THAT THE LIMITATIONS HEREIN IMPOSED ON 
REMEDIES AND THE MEASURE OF DAMAGES BE WITHOUT REGARD TO THE CAUSE OR CAUSES RELATED THERETO, INCLUDING 
THE NEGLIGENCE OF ANY PARTY, WHETHER SUCH NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR ACTIVE OR PASSIVE. 
Copyright 0 2002 North American Energy Standards Board, Inc. NAESB Standard 6.3.1 
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TO THE EXTENT ANY DAMAGES REQlJlRED TO BE PAID HEREUNDER ARE LIQUIDATED, THE PARTIES ACKNOWLEDGE THAT THE 
DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO DETERMINE, OR OTHERWISE OBTAINING AN ADEQUATE REMEDY IS 
INCONVENIENT AND THE DAMAGES CALCULATED HEREUNDER CONSTITUTE A REASONABLE APPROXIMATION OF THE HARM OR 
LOSS. 

natural gas. Further, NAESB does not mandate the use of this Contract by any party. NAESB DISCLAIMS AND EXCLUDES, AND ANY USER OF THIS 
CONTRACT ACKNOWLEDGES AND AGREES TO NAESBS DISCLAIMER OF, ANY AND ALL WARRANTIES, CONDITIONS OR REPRESENTATIONS, 
EXPRESS OR IMPLIED, ORAL OR WRITEN, Wmr RESPECT TO THIS CONTRACT OR: ANY PART THEREOF, INCLUDING ANY AND ALL IMPLIED 

PURPOSE (WHETHER OR NOT NAESB KNOWS, HAS REASON TO KNOW, HAS BEEN1 ADVISED, OR IS OTHERWISE IN FACT AWARE OF ANY SUCH 
PURPOSE), WHETHER ALLEGED TO ARISE BY LAW, BY REASON OF CUSTOM OR USAGE IN THE TRADE, OR BY COURSE OF DEALING. EACH 
USER OF THIS CONTRACT ALSO AGREES THAT UNDER NO CIRCUMSTANCES WILL. NAESB BE LIABLE FOR ANY DIRECT, SPECIAL, INCIDENTAL, 

WARRANTIES OR CONDITIONS OF TITLE, NON-INFRINGEMENT, MERCHANTABILITY, OR FITNESS OR SUITABILITY FOR ANY PARTICULAR 

i EXEMPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGES ARISING OUT OF ANY USE: OF THIS CONTRACT. 

14.1. This Contract shall be binding 
respective parties hereto, and the coven 
assignment of this Contract, in whole or 

inure to the benefit of the successors, assigns, personal representatives, and heirs of the 
itions, rights and obligations $of this Cantract shall tun for the full term of this Contract. No 
be made without the prior wiitten consent of the non-assigning party (and shall not relieve 

e accounts, revenues, or proceeds hereof in connection with any financing or other 
parent or affiliate by assignment, merger or otherwise without the prior approval of the 
ssumption, the transferor shall remain principally liable for and shall not be relieved of 

to be invalid, void or unenforceable by any court having jurisdiction, such determination 
her provision, agreement or covenant of this Contract. 

other party. Upon any such 
or discharged from any oblig 

14.2. If any provision in 
shall not invalidate, void, or 

apply the law of ano 
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Public Gas Company 
220 Lexington Green, Bldg 2, Suite 130 

P.O. Box 24032 
Lexington, KY 40524-4032 

Tele (859) 245-8193 

June 30, 20 10 

Mr. Jeff Deroueri 
Executive Director 
Public Service Commission 
P.O. Box 615 
Frankfort, KY 40602 

RE: Public Gas Company 
Case No. 
GCR Filing Proposed to Become 
Effective August 1 , 20 10 

Dear Mr. Derouen: 

Enclosed are an original and five copies of Public Gas Company’s Cost Recovery (GCR) 
filing for rates proposed to become effective August l., 2010. Also included are an 
original and five copies of 54th revised sheet No. 1 of Public’s PSC Kentucky No. 1 
Tariff, which is being filed pursuant to the Purchased Gas Adjustment provision of that 
Tariff. This filing proposes a GCR rate of $6.5357 per MCF of sales. 

In addition and pursuant to Case No. 201 0-00136, please find enclosed a copy of the 
documents requested by the Commission, as well as a letter from Jefferson Gas 
summarizing the items below. Specific items enclosed include: 

e 

0 

0 

Detailed methodology used by Jefferson to cal culate the monthly price estimates 
based on the NYMEX Futures rate 
Cost support for the quarter ended April 30,2010 
Copy of current suppIy contract with Jefferson Gas. 

Sincerely, 

Bert R. Layrie 
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Public Gas Company 

Quarterly Report of Gas Cost 
Recovery Rate Calculation 

Date Filed: June 30, 2010 

Date Rates to be Effective: August 1, 2010 

Reporting Period is Calendar Quarter Ended: October 31,201 0 

Revised 02-26-04 
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SCHEDULE I 

GAS COST RECOVERY RATE SUMMARY 

Component 

Expected Gas Cost (EGC) 
+ Refund Adjustment (RA) 
+ Actual Adjustment (AA) 
+ Balance Adjustment (BA) 
= Gas Cost Recovery Rate (GCR) 

GCR to be effective for service rendered from August I, 2010 

___ Unit 

$/Mcf 
$/Mcf 
$/Mcf 
$/Mcf 

to 

A. EXPECTED GAS COST CALCULATION 

Total Expected Gas Cost (Schedule II) 
Sales for the 12 months ended +- 

= Expected Gas Cost (EGC) 

B. REFUND ADJUSTMENT CALCULATION 

Supplier Refund Adjustment for Reporting Period (Sch.111) 
Previous Quarter Supplier Refund Adjustment 
Second Previous Quarter Supplier Refund Adjustment 
Third Previous Quarter Supplier Refund Adjustment 

+ 
+ 
+ 
= Refund Adjustment (RA) 

C. ACTUAL ADJUSTMENT CALCULATION 

Actual Adjustment for the Reporting Period (Schedule IV) 
Previous Quarter Reported Actual Adjustment 
Second Previous Quarter Reported Actual Adjustment 
Third Previous Quarter Reported Actual Adjustment 

+ 
+ 
+ 
= Actual Adjustment (AA) 

D. BALANCE ADJUSTMENT CALCULATION 
Balance Adjustment for the Reporting Period (Schedule V) 

+ Previous Quarter Reported Balance Adjustment 
+ Second Previous Quarter Reported Balance Adjustment 
+ Third Previous Quarter Reported Balance Adjustment 
= Balance Adjustment (BA) 

- Unit 

$ 
Mcf 

$/Mcf 

Unit 

$/Mcf 
$/Mcf 
$/Mcf 
$/Mcf 

- Unit 

$Mcf 
$/Mcf 
$/Mcf 
$/Mcf 
$/Mcf 

- Unit 
$/Mcf 
$/Mcf 
$/Mcf 
$/Mcf 

Amount 

7.4828 

(.9471) 

6.5357 

October 31,2010 

Amount 

Amount 

Amount 

(.3834) 
(.4522) 
(.0973) 
(.0142) 
(.9471) 

Amount 

Revised 02-26-04 



APPENDIX 6 
Page 3 

SCHEDULE II 

EXPECTEDGASCOST 

Actual * MCF Purchases for 12 months ended January 31,2010 

(3) (4) (5)** (6) 
BTU (4) x (5) 

Supplier Dth Conversion Factor Mcf Rate cost 

(1) (2) 

Month Purchases Mcfs Rate Sales Mcfs 

02/28/09 
0313 1 109 
04/30109 
05/31 109 
06/30/09 
07/31 109 
08/31/09 
09/30/09 
1 013 1 I09 
1 1 /30/09 
12/31 109 
01 131 / I  0 

19,510 
13,065 
9,208 
2,877 
1,753 
1,820 
1,448 
1,815 
5,785 
8,715 

21,356 
23,166 

7.4828 
7.4828 
7.4828 
7.4828 
7.4828 
7.4828 
7.4828 
7.4828 
7.4828 
7.4828 
7.4828 
7.4828 

18,977 
12,630 
8,926 
2,829 
1,713 
1,766 
1,400 
1,746 
5,625 
8,434 

20,585 
22,355 

Totals 110,518 106,986 

Line loss for 12 months ended January 31,201 0 is 3.20% based on purchases of 
11 0,518 Mcf and sales of 106,986 Mcf. 

- Unit Amount 
Total Expected Cost of Purchases (6) $ 

t Mcf Purchases (4) Mcf 
= Average Expected Cost Per Mcf Purchased $/Mcf 
x Allowable Mcf Purchases (must not exceed Mcf sales + .95) Mcf 
= Total Expected Gas Cost (to Schedule IA) $ 

*Or adjusted pursuant to Gas Cost Adjustment Clause and explained herein. 
**Supplier’s tariff sheets or notices are attached. 

$7.4828 Per Attached Schedule 

Revised 02-26-04 



Jefferson Gas, LLC 

06/28/10 

Expected gas price, August, September and October 2010 

Public Gas has asked for an estimate of their gas price for the months of August, September and October 2010 

Gas price* 
to 

Public Gas 

AUgUSt 2010 
September 2010 
October 2010 

7.18 
7.23 
7 32 

*Jefferson Gas bases its future price estimates on the NYMEX Futures market with appropriate adjustments 
relative to the expected heating value of its gas, and expected TCO basis adjustments. The NYMEX market is subject 
to volatility, but is still the best indicator of future gas prices. 

The above estimated gas prices are computed based on the NYMEX settle prices on June 24,2010 



Details for the 3 months ended 
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SCHEDULE Ill 

SUPPLIER REFUND ADJUSTMENT 

Particulars 

Total supplier refunds received 
+ Interest 

(reporting period) 

= Refund Adjustment including interest 
t Sales for 12 months ended 
= Supplier Refund Adjustment for the Reporting Period 

(to Schedule IB.) 

- Unit 

$ 
$ 
$ 

Mcf 
$/Mcf 

Amount 

Revised 02-26-04 
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SCHEDULE IV 

ACTUAL ADJUSTMENT 

For the 3 month period ended April 30, 2010 

Particulars 

Total Supply Volumes Purchased 
Total Cost of Volumes Purchased 

+ Total Sales 
(may not be less than 95% of supply 
volumes) 

= Unit Cost of Gas 
- EGC in effect for month 
= Difference 

[(over-)/U nder-Recovery] 
x Actual sales during month 
= Monthly cost difference 

Month 1 Month 2 Month 3 
{Apr I O )  - Unit (Feb I O )  {Mar I O )  

Mcf 
$ 

Mcf 

23,706 18,159 4,673 
190,643.65 132,651.50 28,453.90 

23,100 17,735 4,552 

$/Mcf 
$/Mcf 
$/Mcf 

8.2530 7.4796 6.2509 
8.6537 8.6537 8.6537 
(.4007) (1.1741) (2 "4 028) 

M cf 
$ 

Total cost difference (Month 1 + Month 2 + Month 3) 

23,100 17,735 4,552 
(9,256.17) (20,822.66) (10,937.55) 

Unit Amount 
$ (41,016.38) 

+ Sales for 12 months ended January 31,2010 Mcf 106,986 
$/Mcf (.3834) Actual Adjustment for the Reporting Period (to Schedule IC.) 

Revised 02-26-04 
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SCHEDULE V 

BALANCE ADJUSTMENT 

For the 3 month period ended (reporting period) 

Particulars - Unit Amount 
(1) Total Cost Difference used to compute AA of the GCR 

Dollar amount resulting from the AA of 

$ 

$ 

effective four quarters prior to the effective date 
of the currently effective GCR 
Less: 

four quarters prior to the effective date of the 
currently effective GCR times the sales of 

was in effect. 

$/Mcf as used to compute the GCR in effect 

Mcf during the 12-month period the AA 

Equals: Balance Adjustment for the AA. $ 

(2) Total Supplier Refund Adjustment including interest used to 
compute RA of the GCR effective four quarters prior to the 
effective date of the currently effective GCR. 

$/Mcf as used to compute the GCR in effect four 
quarters prior to the effective date of the currently 
effective GCR times the sales of 
the 12-month period the RA was in effect. 

Less: Dollar amount resulting from the RA of $ 

Mcf during 

Equals: Balance Adjustment for the RA $ 

(3) Total Balance Adjustment used to compute BA of the 

Dollar amount resulting from the BA of 

$ 

$ 

GCR effective four quarters prior to the effective date of the 
currently effective GCR 
Less: 
$/Mcf as used to compute the GCR in effect four 
quarters prior to the effective date of the currently 
effective GCR times the sales of 
the 12-month period the BA was in effect. 

Mcf during 

Equals: Balance Adjustment for the BA. $ 

Total Balance Adjustment Amount (1) + (2) + (3) $ 

+ Sales for 12 months ended Mcf 

= Balance Adjustment for the Reporting Period 
(to Schedule ID.) 

$/Mcf 

Revised 02-26-04 



u Public Gas Company 

(NAME OF UTILITY) 

Entire Service Area 

1 
FOR 

PSC ICY NO. 

1 

1 
54th Revised SHEET NO. 

CANCELLING PSC KY NO. 

53rd Revised SHEET NO. I 

Applies to: All Customers 

Rate, Monthly: 

Base 
Rate 

Gas 
Cost 

First 0 to 1 Mcf Minimum Bill 3.2705 

All Over 1 Mcf 2.1 505 

6.5357 

6.5357 

Rate per 
Unit (Mcf) 

9.8062 

8.6862 

June 30,2010 

August 1,2010 

DATE OF ISSUE 

DATE EFFECTIVE 

MONTH I DATE / YEAR 

MONTH I DATE I YEAR 

Bert R. Layne 

Treasurer 
ISSUED BY 

TITLE 

SIGNATURE OF OFFICER 

BY,AUTHORITY OF ORDER OF THE PUBLIC SERVICE COMMISSION 

IN CASE NO. DATED 


